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(2) For a fisheries facility, any facil-
ity using that species or any for which
aggregate facilities are inadequate to
best use harvests of that or any other
species.

U.S. means the United States of
America and, for citizenship purposes,
includes the Commonwealth of Puerto
Rico; American Samoa; the U.S. Virgin
Islands; Guam; the Republic of the
Marshal Islands; the Federated States
of Micronesia; the Commonwealth of
the Northern Mariana Islands; any
other commonwealth, territory, or pos-
session of the United States; or any po-
litical subdivision of any of them.

U.S. note means a promissory note
payable by the notemaker to the guar-
antor.

Useful life means the period during
which project property will, as deter-
mined by the Division, remain eco-
nomically productive.

Vessel means any vessel documented
under U.S. law and used for fishing.

Wise use means the wise use of fish-
eries resources and their development,
advancement, management, conserva-
tion, and protection.

§253.11 Guarantee policy.

(a) A guarantee financing or refi-
nancing up to 80 percent of a project’s
actual cost shall be available to any
qualified citizen otherwise eligible
under the Act and these rules, except:

(1) Vessel construction. The Program
will not finance this project cost. The
Program will only refinance this
project cost for an existing vessel
whose previous construction cost has
already been financed (or otherwise
paid). Refinancing this project cost for
a vessel that already exists is not in-
consistent with wise use, but financing
it may be.

(2) Vessel refurbishing that materially
increases an existing vessel’s harvesting
capacity. The Program will not finance
this project cost. The Program will
only refinance this project cost for a
vessel whose previous refurbishing cost
has already been financed (or otherwise
paid). Refinancing this project cost is
not inconsistent with wise use, but fi-
nancing it may be.

(3) Purchasing a used wvessel or used
fishery facility. The Program will nei-
ther finance nor refinance this project
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cost (except for a used vessel or fishery
facility that the Program purchased
and is reselling), unless the used vessel
or fishery facility will be refurbished in
the United States and will be a con-
tributory project or it will be used in
an underutilized fishery.

(b) Every project, other than those
specified in paragraphs (a) (1) and (2) of
this section, is consistent with wise use
and every project, other than those
specifically precluded in paragraphs (a)
(1) and (2) of this section, may be fi-
nanced, as well as refinanced.

§253.12 Guaranteed note, U.S. note,
and security documents.

(a) Guaranteed mnote—(1) Principal.
This may not exceed 80 percent of ac-
tual cost, but may, in the Division’s
credit judgment, be less.

(2) Maturity. This may not exceed 25
years, but shall not exceed the project
property’s useful life and may, in the
Division’s credit judgment, be less.

(3) Interest rate. This may not exceed
the amount the Division deems reason-
able.

(4) Prepayment penalty. The Division
will allow a reasonable prepayment
penalty, but the guarantor will not
guarantee a notemaker’s payment of
it.

(6) Form. This will be the simple
promissory note (with the guarantee
attached) the Division prescribes,
promising only to pay principal, inter-
est, and prepayment penalty.

(6) Sole security. The guaranteed note
and the guarantee will be the
noteholder’s sole security.

(b) U.S. note and security documents—
(1) Form. The U.S. note and security
documents will be in the form the Divi-
sion prescribes.

(2) U.S. note. This exists to evidence
the notemaker’s actual and contingent
liability to the guarantor (contingent
if the guarantor does not pay the guar-
anteed note (including any portion of
it), on the notemaker’s behalf or if the
guarantor does not advance any other
amounts or incur any other expenses
on the notemaker’s behalf to protect
the U.S. or accommodate the
notemaker; actual if, and to the same
monetary extent that, the guarantor
does). Payment of the guaranteed note
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by anyone but the guarantor will am-
ortize the original principal balance
(and interest accruing on it) of the U.S.
note to the same extent that it amor-
tizes the guaranteed note. The U.S
note will, among other things, contain
provisions for adding to its principal
balance all amounts the Program ad-
vances, or expenses it incurs, to pro-
tect the U.S. or accommodate the
notemaker.

(3) Security documents. The Division
will, at a minimum, require a pledge of
all project property (or adequate sub-
stitute collateral). The Division will
require such other security as it deems
the circumstances of each notemaker
and project require to protect the U.S.
All security documents will secure the
U.S. note. The security documents will,
among other things, contain provisions
for adding to the U.S. note all Program
advances, expenditures, and expenses
required to protect the U.S. or accom-
modate the notemaker.

(4) Recourse. Significant Program re-
liance, as a secondary means of repay-
ment, on the net worths of parties
other than the notemaker will ordi-
narily require secured recourse against
those net worths. Recourse may be by
a repayment guarantee or irrevocable
letter of credit. Ordinarily, the Divi-
sion will require recourse against: All
major shareholders of a closely-held
corporate notemaker, the parent cor-
poration of a subsidiary corporate
notemaker without substantial pledged
assets other than the project property,
and all major limited partners. The Di-
vision may also require recourse
against others it deems necessary to
protect the U.S. The principal parties
in interest, who ultimately stand most
to benefit from the project, should or-
dinarily be held financially account-
able for the project’s performance.
Where otherwise appropriate recourse
is unavailable, the conservatively pro-
jected net liquidating wvalue of the
notemaker’s assets pledged to the Pro-
gram must, in the Division’s credit
judgment, substantially exceed all pro-
jected Program exposure.

(c) Dual-use CCF. For a vessel, the Di-
vision may require annually depositing
some portion of the project property’s
net income into a dual-use CCF. A
dual-use CCF provides the normal CCF
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tax-deferral benefits, but also both
gives the Program control of CCF with-
drawals and recourse against CCF de-
posits and ensures an emergency refur-
bishing reserve (tax-deferred) for
project property.

§253.13 Ability and experience re-
quirements.

A notemaker and the majority of its
principals must generally have the
ability, experience, resources, char-
acter, reputation, and other qualifica-
tions the Division deems necessary for
successfully operating the project
property and protecting the U.S. The
Program will ordinarily not provide
guarantees: For venture capital pur-
poses; to a notemaker whose principals
are all from outside the industry; or for
a notemaker the majority of whose
principals cannot document successful
industry ability and experience of a du-
ration, degree, and nature consistent
with protecting the U.S.

§253.14 Economic and financial re-
quirements.

(a) Income and expense projections. The
Division’s conservative income and ex-
pense projections for the project prop-
erty’s operation must prospectively in-
dicate net earnings that can service all
debt, properly maintain the project
property, and protect the U.S. against
the industry’s cyclical economics and
other risks of loss.

(b) Working capital. The Division’s
conservative assessment of an appli-
cant’s financial condition must indi-
cate initial working capital prospec-
tively sufficient to provide for the
project property to achieve net earn-
ings projections, fund all foreseeable
contingencies, and protect the U.S. At
the Division’s discretion, some portion
of projected working capital needs may
be met by something other than cur-
rent assets minus current liabilities
(i.e., by a line or letter of credit, non-
current assets readily capable of gener-
ating working capital, a guarantor
with sufficient financial resources,
etc.).

(c) Audited financial statements. These
will ordinarily be required for any
notemaker with large or financially ex-
tensive operations whose financial con-
dition the Division believes it cannot
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